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mOVlnJ:: at higher speeds and at b'Teater distances trom the reader, ~Ioreover, the penormance of
"ystems based on the Companys RFID technoioc:y IS not Impaired by the presence of dirt on the tag
olr ~ther ~nvironmpntal conditions such as rain. io~ or l'now. :-;egatlve pnvlronmental factors
;>revlousl:v contributed to the failure of a bar code system for automatic identification of rail can
and IOtermooal containers in the 19705.

The Company believes that it offers the only RFID system in which a single tag is designed to
hto read in multiple frequency bands. This "spectrum agile" capability provides the Company with
a competitive advantage in certain of its targeted markets. particularly in the intermodal
transportation market where equipment may pass through several countries whose regulatory
authorities require the use of different f!'equency bands. In addition. the Company ofTers both an
'actiVf" ~a~. which is battery-powered. and a "passIve" tag. which does not contain its own power
source. The active tag increases the range of the RFID system. which is important in intermodal
transportation and air freight applications. The passive tag eliminates batteries and other laC
maintenance requirements and reduces the cost of the tags. which the Company believe. i.
important to toll collection customers as well as to certain railroad and neet management
customers. who may require many thousands of the tags to automate identification of their cargo or
t1eet eqUIpment.

An important complement to the Company's proprietary RFID hardware technology is
computer software developed by the Company and its distributors and resellers 1.0 operate the RFID
;:;ystems and enable a customer to collect and analyze the information gathered by the Company'.
RFID systems. The Company believes that its total systems approach win facilitate acceptance of
its RFID products within the Company's targeted markets.

IDdustz:y and Markets

The five markets initially larKeted by the Company for its RFID products and seme.,," ....:
rail t.ransportation. electronic toll and traffic management, intermodal transportation. '(~icle

neet. management. and access control, and air freighL The Company has developed product. aDd
services to address each of these markets. including identification hardware. such .s tap,
readers and field tag programmers. and software systems that range from simple reader control
applications to large :icale electronic ton collection systems. In addition. the Company ~rovides a
variety of support services.

Rail Transportation

The Company's RFID technology has t.wo primary applications wit.hin the rail
transportation market. The first applicat.ion is automatic equipm~nt. ident.ification (.AEr)
systems. Present. met.hods for identifying locomotives and rail can require a clerk 01' video
camera to record ident.ificat.ion numben as locomot.iveS or rail can enter or leave a rail terminal.
This data must subsequently be entered manually into a computer and, therefore, is not
immediately reported. may be incomplete, and is subject to data entry elTors.

Employing the Company's technology, a railroad can instaU tags on locomotive. and nil
cars and install readers at rail terminals and selected intermediate points. As the locomotive 01'

rail car passes the reader. the reader. retrieves the identification informat.ion on t.he tag and
forwards this information to the railrOacfs computer network. In read-write AEI system., the
reader can also "write~ new data into t.he tag. The Company's AEI system thus enables the
railroad to gather and disseminate data on a complete. accurate, and cUlTent. basis. resulting in
better customer service and improved asset utilization. See also "Industry Standards."
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:\ second application of the Company·s t.echnoiogy, reterrpd to ns automatic train control
"ATC") systems. involves installation of readers on locomotives and t:I~s. progTammed with

·ocation data. between the rails of the track. By placing the tags at specified intervals and wayside
:ontrol points. a railroad can obtain real-time information with respect to the location and
movement of its rail equipment and use such information to maintain safe distances between
trams and to enstfre orderly tlow of rail traffic on heavily traveled rail lines. The Company
believes ATC systems will be more readily accepted in international markets in which pauenpr
train traffic is substantial. The Company, therefore. has initially targeted these international
markets for its ATC systems and is implementing pilot systems in certain of these markets.

In addition to RFID hardware. t.he Company has designed software to meet the special needs
of the rail transportation market. For example, the Company has developed a system, inciudinc
an nuxiliary data processor and related software, to record the passage of a train and
automatica!:y report its locomotive and rail car eomposition and orientation to desienated
railroad computers to coordinate locomotive and ran car utilization. Other capabilitiea such ..
remote equipment diagnostics and the m:mitoring of wheel bearings for potential problems are
included.

Electronic Toll and Traffic Management

Use of the Company·s RFID technology for eleetronic toll and traffic manapment
("ETTM") typically involves installation of a reader at a toll booth and placement of a ToJrrqe
electronic identification device inside a vehiele's windshield. Vehicles equipped with ToUT.,
identification devices are identified by the reader as they approach the toll booth. 'nail
identification is passed to a lane control computer, which detennines'Svalidity o(the device for
use at that toU facility and, in tum, causes signal lights, alarmi; or· ptes to be activated baed
upon the validity tests and allows a non-stop, cashless passage by the vehicle through the ton booth.
The entire transaction, including date, time, lane number. and identification code, is pauecl to a
central computer, which posts the tranlilction against the TollTac identification device uaa's
account, resulting in a charge against a prepaid account. credit card or in an eventual biJIing.

.,~

The Company's ETTM systems do not, however, require either ton booths or interior
windshield mounting of tags. Ton and revenue collection systems have recently been
implemented using overhead readers on bridges and other structures, thus aUowing accurate
identification of vehicles and revenue coUection at highway speeds and in open lane
environments. The Company's ETTM systems also can operate using antennas buried in
highway pavement, or tags located on vehicle license plates or bumpers.

In addition to ETTM hardware, the Company believes that it offen the mOlt complete and
sophisticated E'rrM software system in the worJd. Functionally, this aot\ware system (1) records
driver and vehicle information, (2) issues and validates new ToUTar identification device•• (3)
invalidates lost or stolen TollTag identification devices, (4) read. and validates transactions at
toll booths, (S) captures and forwards transactionl to the central billing computer, (8) polls
transactions to drivers' accounts, (7) automatically bills drivers' accounts or credit carda for
charges, (8) prints numerous accounting and other reports, (9) monitors each system component
for failure every thirty seconds, and (10) performs system-wide diagnostics and reports any
failures via telephone pagers. to technicians. When combined with the Company's read-write
hardware technology, the software system provides an effective replacement for the -ticket­
common on toll facilities which utilize "distance traveled" as the basis for toll calculation. Time
and location data written dynamically into the tag as the vehicle enters the toll highway is
retrieved upon exit allowing immediate trip cost determination and display (or the driver.



.~

E'M':'.! provIdes convenience, reauceci tratlic congestion and automobile emissions, reduced
I.:ollection costs, and, in some instances, discounted toll char~es ior vehicles equipped with
ToliTag identification devices. Due to these beneiits, the Company believes that ETTM win
become a prominent method of collectln!: tA>lIs and revenues at major toll facilities and airports.
and that the combination of its RFID technology and software system will give the Company a
competitive advantage in this market.

The Intermodal Surface Transportation Efficiency Act of 1991 and the Intelligent Vehicle
Highway Systems Act of 1991, passed by the Congress of the United States in December 1991.
provide federal funds for the development of new toll facilities, conversion of existing free
facilities to toll facilities, and the refurbishment of existing toll facilities. and includes provisions
U> encourage the use of ETTM systems such as those offered by the Company in nchieving the goall
of this legislation. The Company believes that this legislation may substantiaJly expand the
domestic ETTM market during the next five years.

The ETTM system can provide airports with the same benefits when used to collect fees nom
commercial vehicies (such as taxis, shuttle buses. and limousines) for use of roadway facilities.
Several airport projects haw~ alread)' proven sucl.:l!ssful and cost effective.

1ntermodal Transportation

Another market targeted by the Company is electronic identification of intermodal freicht
equipment including intermodal containers. chaslis, tractors. and generator sets. The shippinC.
railroad. and trucking industries use internlodal containers to tranlport goods worldwide and
currently have computer systems that attempt to monitor the location and disposition of th...
containers. Presently, each transfer of a container is generally recorded manually by a clerk
who confirms the container number, type, and size. This data is subsequently input into a
computer system in a process subject to human erro" and with detrimental effects on the timely
availability of data for equipment asset manapment and cw:to1ber service.

With the Company's RFID technology, a firm engaged in intennodal transportation ean
install tags on ita equipment, including containers, (md utilize readers, at points of transfer and
storage, to automatically identify each piece of equipment, its type and size, and immediately
record the information accurately in a computer. Specifically, the Company's intennodal RPJD
system permits: (1) identification of equipment entering or exiting ~n intermodal container yard;
(2) movements of equipment within the yard; and (3) transfers of intennodal equipment between
the intermodal container yard, ships, rail cars, or other means of transportation. In addition, the
Company has developed a mobile inventory vehide system in which a vehicle that is specially
equipped with a reader can drive through an intermodal container yard and automatically record
the location of each piece of equipment. 'I'her Company also has designed software products to
integrate the data collected by readers in ita intermodal RFID systems into computer system.
currently used by its customers. The Company's RFID system thus enables earriers, shippen.
and ~onsignees to obtain accurate and timely inforn)ation on the status and location of their
equipment and goods. Hence., the carners can better service customers and enhance their own
asset utilization.

The Company b.!lieves that it. offers the only RFID system in which a single tag is designed to
be read in multiple frequency bands. See "Technology." Since intermodal equipment may pu.
through several countries whose regulatory authorities require the use of different frequency
bands. this "spectrum agile" capability of the Company's intermodal RFID system gives the
Company 1:. competitive advantage within this rna, L~t.
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\/ehlcle Fleet Mano,.;ement and Access Control

The fourth market targeted by the Company is the vehicle neet management and accesa
control market. As with the rail and intermodal container markets. electronic identification of
tractors. trailers. containers. converter dollies, and related equipment allows neet operators to
increase productivity, improve equipment utilization. eliminate clerical and data errors. enhance
customer service. and control assets more effectively. Types of fleets include, among others,
common and contract carriers of general commodities. specialized motor carriers. transit
systems, taxicabs. police cars. and courier services. Other access control applications include
J::ated communities, parking lots. airports and military bases. as weI) as various other types of
secured facilities.

Automatic identification of equipment on arrival at a yard or tenninal results in a~rate

and timely information for dispatch, yard operations. customer information .ervic.., and
preventive maintenance. In certain cases, scale weight and unit identification can be
automatically combined for compliance with highway weight limits. ~obile inventory vehicles,
described above under "Intermodal Transportation," can significantly increase a carrier's
et1iciency in yard inventory control applications. The Company also offers software products
designed for use in the vehicle fleet management and access control market. including yard
access and c.:;ntrol systems and software that tracks moving vehicles such as large trucks
croSSing state lines.

Air Freight

An additional market for the Company's products and servicel il aircraft freight
equipment. This market includes Unit Load Devices ("ULDs"), which are widely used bJ air
carriers around the world for transport of freight and baggage in aircraft holds, and the related
ground equipment used to transport and handle the ULDs. The Company beliewl the ULD 1IlU'b&
to be analogous in nawre to the intermodal freight container market since airlines face many of
the same problems in identifying, tracking, and handling their ULDs as the shippinr industry
does with its intermodal containers. In addition, the Company believes that there is • growing
trend to establish th'e~ute of intennodal containers for air transport. The Company believes its
products can be readily adapted to the ULD market while retaining its technological competitive
advantages of superior reading range and speed in difficult environmental conditions.

So{tUla/Y and Syst~ms Integration

Once data has been retrieved by an automatic identification system, it must be integrated
into a customer's primary computer system to be of significant use to the cultomer. Consequently,
software products that serve this function are a8 important as RFID hardware in an operational
RFID system. The Company has designed, and encouraged its distributors and resellen to design
software products that gather, store, package, and forward the identification data captured by the
Company's RFID hardware to computer systems currently used by customen. Th. Company',
software products can interface with many computer syJtems used by companiel in the
transportation industry.

Other SerJic~s

In addition to RFID hardware and software products for the markets described above, the
Company and its distributors offer various types of services, including facilities design, custom
systems integration, field installation, maintenance, training, cu!tom programming, facilities
management, computer facilities management and computer hardware procurement,
installation, and integration. Purchasers of the Company's RFID systems may contract with the
Company or its distributors for one or more of these services to suit their particular needs.



Industry StandardD

In September 1991. the Association of American Railroads ("AAR") voted to make ita
previously voluntary standard on automatic equipment identification. which is based on the
Company's radiu frequency product line. mandatory, effective early in 1992. There wjlJ be an
implementation period ending by June 30. 1994. under which all rail cars and locomotive.
operatin~ in interchan~e service in :"lorth America (Canada. the United States and Mexico) are
required to be tagged. Based on information provided by the AAR. the Company believes that there
are approximately 1.4 million pieces of rail equipment subject to the standard and presently in
interchange service. The AAR standard states that each piece of rolling stock is to be equipped
with two tags. AdditionalJy, the railroads are expected to install reader systems throughout their
networks to record equipment movement activity. The impact of this development on the
Company's revenues during the implementation period will depend on, among other tt-inp. how
the carriers and rail car owners schedule the implementation, the availability of railroads'
capital funding in any given period, and the AAR maintainin~ the mandatory AEI standard
substantially in its present form. The Company has committed to the AAR that it will license the
necessary technology to qualified companies. if requested and on reasonable commercial term.,
so that alternate sources of products complying with the AEf standard could be available.

The Allsocilttion of American Railroads has designaud a competing technology to be •
"Voluntary Recommended Standard" for automatic train contTol systems in the United States and
Canada. This technology has not, however, been implemented in North AmericL See -Industry
and Markets".

In .June 1989 the International Standards Organization ("ISO">, after ezteBu••
examination and testing of remote identification technologies, gave initial approval oC a Draft
Internat~Mal Standard which specifies technical requirements Cor automatic identificatioD or
intennodai ""nwners worldwide. In April 1991 this standard aiIltd Cormal approval and ... ~~.~

pub)jsh~d as International Standard 10374 in October 1991. ThiST01lowl publication of. siJDiJu
sta.,dnd by the American National Standards Institute (ANSI MH5.1.9-1990 in October 1990).
Th~ Company's RFID technolol"l meets the present technical specifications of both standards.

In August 1990 the ATnerican Trucking Association ("ATA") gave final approval to a
standard for automatic identification of tractors, trailers, and related motor carrier equipment
based upon the Company's proprietary RFlD technology.

A!~...,ugh of these standards only the M.R AEI standard is mandatory, taken together, they
provide C(jmpatible multimo'::oI: industry-wide standards for automatic equipment identification
covering the major modes 01' surface commercial transportation.

During the year ended December 31, 1991, the Oklahoma Turnpike Authority accounted Cor
34% of the Company's sales. During the year ended December 31, 1990, the Oklahoma Turnpike
Authority and SNCF (French National Railroad) accounted for 28~ and 13~ of the Company',
sales, respectively. During the year ended December 31, 1989, American President Lin.a,
Ansaldo Transporti S.p.A., formerly WABCO Westinghouse Compagnia Italiana Seenali
S.p.A., SNCF, the Louisiana Department of Transportation and Development, and Mitaubishi
Corporation accounted for 20", 13~, 12~, 11%, and 10% of the Company's sales, respectively.
During these periods, no other customer accounted for 10" or more of sales. 1'he Company', RFlD
systems have been or are presently being installed in a number of Coreign countries. Export saJea
accounted for approximately 26%, 30% and 42% of the Company's sales during the years ended
December 31, 1991, 1990 and 1989, respectively.
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During the year ended December :n. 1991. 3ales in North America. the Far East. and Europe
accounted for 76%. 3% and 21'1: of the Company's sales, respectively. During the year ended
December 31. 1990. sales in ~orth Amenca. the Far East. and Europe accounted for 71%.6% and
23% of th~ Company's sales, respectively. During the year ended December 31, 1989, sales in North
."-merica, the Far East and Europe accounted for 59%, 10% and 31% of the Company's sales,
respectively.

:\Iarketing and Distribution

The Company generally markets. sells. and services its products through select distributor.,
dealers and subdistributors. and directly or as a subcontractor on certain contracts. The Company
has enlisted a number of qualified distributors and dealers for the sale and support of the
Company's products worldwide.

The marketing and distribution agreements between the Company and each of its
distribut'lrs and dealers vary in term and generally obligate the Company to provide personnel
support to install its products and train operating personnel and require the distribur r • to purchase
an initial demonstration system. to obtain all governmental clearances or license~ .or particular
Installations of the Company's products, and to obtain prior written consent of the Company to any
sale~ efforts of the distributor outside of its specified applications market or territory. The
marketing and distribution agreements also generally contain provisions to protect. t.he
Company's proprietary information. Although the agreements are generally non-exclusive, the
Company has granted certain exclusive rights to certain of its distributors. See also
"Manufacturing'" and "Joint Ventures:

The Company's research and development, product engineering, and manufacturing
operat.ions are located in two facilities aggregating approximately 27,000 square feet in Santa Fe,
New Mexico, and a smaller facility of 11,500 square feet in Albuquerque, New Mexico. In the
manufacturing area, the Santa Fe facilities are used primarily for the production and teating of
tags, reader systems, programmers, and related products. Tag printed circuit boards had been
obtained on a subcontract basis, but the Company acquired the business operations and aneta
previously used for this subcontract work on January 31, 1991 and since then haa performed this
work itself. As production requirements increase, tag production may be shared with
subcontractors who meet the Company's quality control and cost requirements. In all cases, tinal
testing and shipment is handled at the Company's Santa ~e facilities. The Company generally
purchases devicea, components. and aubassemblies from more than one source.

The Com.lany will invest in additional automated production equipment during 1992 in
order to increase ita manufacturing capacity to meet expected production requirements in 1992 and
later years, particularly for rail tag demand as a result of the mandatory AAR standard.

The Company maintains quality control procedures for ita products, including testing
during design, prototype, and pilot stages of production, inspection of incoming raw materials and
subassemblies, and testing of finished products using automatic test equipment. The Company
has initiated the certification proeeaa for both the International Standards Organization ISO 9001
quality standard and the Association of American Railroads Quality Standard M·I003. The
Company is actively engaged in quality sssurance programs throughout the organization. The
Company's general terms and conditions for sale of tags, readers, and related hardware include a
one-year warranty. The Company generally warranta that certain of its software product. wi))
conform to the applicable software product description at the time that an order is accepted. To date,
warranty costs have not been material.
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In connection with the uniform standards approved by the MR. ANSlllnd ISO, the Company
:las consented to afTer field patent licenses for Its HFID lechnolo~ on reasonable terms to
.;ualified manufacturers for defined applications of its propTlPtary technology.

In .June 1988 the Company granted an exclusive license to Mitsubishi C;>rporation to
manufacture and market certain of the Company's products in Asia for a ten year term. In return
for the grant of the license. the Company is entitled t;> receIve payments on integrated circuit chips
iold to .\litsubishi for the manufacture of certain RFID products. The Company in October 1991
entered into an a~eementwith Its aifiliate. Alcntel Amtech S.A., to grant it certain exclusive and
non-exclusive licenses to manufacture certain of the Company's products tor the rail, trucking
and intermodal container markets in !;reater Europe and parts of Africa. In addition, the
Company has licensed Ansaldo Transporti S.p.A. to manufacture certain read-write products in
Europe. ~o manufacturing activities have taken place pursuant to any of such licenses to date,
aithough it is anticipated that Alcatel Amtech S.A. will initiate production of certain products in
the European Economic Community during 1992.

The Company's backlog, c:llculated as the aggregate of sales prices of orders received from
customers less revenue recognized, W&s approximately $5.3 miJIion at December 31, 1991, as
compared with $2.6 million at December 31, 1990.

,Joint Ventures

In October 1991 the Company entered into a joint venture with Alcatel AVJ S.A., a subsidiary
of Alcatel N.V. The resulting company, named Alcatel Amtech B,A., is owned approximately 51..
by Alcatel AVI S.A. and 49'fl \)y the Company. As part of the formation of the joint ventun, the
Company transferred its shares of Amtech SARL., formerly a wholly owned European subsidiary
of the Company, to Alcatel Amtech S.A. Alcatel Amtech S.A. has exclusive and non-exclusive
rights to develop, mAnufacture, market and service certain of the Company's products for public
and private passenger and freight transportation applications (other than road toll, parking and
road pricing applications and excluding industrial automation applications) throughout greater
Europe and parts of Africa, with an initial focus on the rail and related transportation market..
This joint venture will allow the Company to substantially consolidate its European operations
formerly conducted through Amtech SARL, Amtech GmbH and Amtech B.V. into AJcatel Amtech
S.A.

The Company received substantial payments in connection with the formation of the joint
venture company (See Note 11 to Consolidated Financial Statements) and, in addition to its
continuing equity interest in Alcatel Amtech S.A., it is entitled to receive an additional $2,000,000
upon completion of certain new product development work (which amount shall be provided by the
Company's joint venture partner, Alcatel AVI S.A.) and up to a further $5,000,000 based on Alcatel
Amtech S.A.'s use of integrated circuit chips using the Company's proprietary technology. The
Company anticipates that the $2,000,000 payment will be received in 1992.

Separately, the Company along with American President Companies, Ltd., Mitsubilhi
Corporation and Union Pacific Technologies (a subsidiary of Union Pacific....Corporation) are
stockholders in Amtech Logistics Corporation (MALe"). The initial business strategy of ALC,
which has not yet begun active operations, will be to otTer data and related D'anagement
information from the Company's customers' installed reader base to carriers and other interested
parties. The Company has entered into a license agreement with ALC which provides ALC with
the rights to this information. The Company owns approximately 31% of ALC's outstanding stock.
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Researeh and Development

Research and development expenses amounted to approximately $4.762.000. $4.854.000. and
.33.563.000 in 1991, 1990 and 1989. respect.ively. Included in these amounts were approximately
$2.798.000. $2.305.000 and $849.000 of research and develo;>ment expenditures charged to cost of
:iales in the 1991. 1990 and 1989 consolidated financial statements, respectively. pursuant to
customer contracts. Alt.hough the Company spends significant sums on research and
development, there can be no assurance that the Company's new product development efforts will
he successful. As of December 31. 1991, the Company employed approximately 50 people in researeh
and development. software development and product engineering.

Patents and Trademarks

The Company holds fourteen issued patents in the United States, thirteen issued foreign
patents. and eight aHowed foreign patent ap,lications covering varioUi asperts of its RPID
technology. The Company continues to pursue a program of international patent application
filings. The Company currently has a varietY of patent applications pending in Australia,
Canada. Israel, Japan, Norway, South Korea, Taiwan. and th-'l European Patent Office (Belgium,
France, It.aly, t.he United Kingdom. Germany, The Nethellands, Sweden, and Switzerland).
These patents and pending patent applications cover, among ot.her t.hings, t.he st.ructure and
circuitry of t.he Company's tags and reader systems, as welt as the "modulated backscatter"
communication protocol by which the tags and readers comrrounicate. Certain licenMa to the
patent.ed technologies have been granted. See "Manufacturing."

The Company also relies on contracts, copyrights, trademarks, and tnde secret laws to
establish and protect its proprietary rights and to maialwn the confidentiality of trade aecreta,
proprietary information, and creative developments. although there can be no Ulurance that the
Company's patents, contracts, copyrights, and other rights will adequately protect its intereata.
The Company's loCO, "AMTECH~," and the mark, "TollTa~, are reciater. trademarka or
the Company in the United States (and, in the case orAMTECH~, in certain European COuntrill)
and are the subject of registration applications in certain foreign countries. ....
Competition

The market for the Company's products is characterized by competine forms of electronic
identification technology and industry standards. The Company believes that the principal
competitive factors in its targeted markets are product performance and quality, reliability,
compatibility with hOlt computer systems, techniwsupport and service, and price. The Company
believes that it has certain competitive advantap.. includi., its relative product performance in
accuracy and reading range, product capabilities due to spectrum agility and deliverable software
products, compatibility wit.h established industry standards, established domestic and
international distribution channels, and a significant bue of operating systems on a commercial
scale. Some of the Company's existing and potential competitors may have creater financial,
marketing, and technological resourc:es than the Company and, therefore, no auurance can be
given that the Company will continue to compete eft'ectively in its targeted marketa.
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GovernmeDt RegulatioD

The Federal Communications Commission ('FCC") re~l\lates the rddio frequency
t?missicns of RFID products in the United States. The FCC requires. pur~'~ant to temporary
regulations. that each site at which the Company's products are to be install~d or \\lied receive an
operatmg license. Many foreign jarisdictions als:> require "type" approval by regulatory
agencies prior to the sale or shiJiment of RFID products as wen as an operating license for each
site. To date. the Company's prodncts ha"e been demonstrated to operate ',veil within the regulatory
standards in all countries in which the products have been tested. type approvals havl'! been
obtained in many of th~ major industrial nalions in th! wo:ld. and the Company believes thllL ita
products can be readily adapted to olpplicable regulations in most. if not all. other countrie•.
Further. the Company's products operate within established standards for radio frequency non·
ionizing radiation emissions promulgated by, among other., the American National Standardl
Institute. the Occupational Safety and Health Administration and the Intemational
Electrotechnical Commission. The Company, however. cannot predict the extent or impact of
future legislation or res:ulation by federal, state or local authorities in the United St&tes or foreign
countries. Further. pursuant to FCC regulations. tha Company's products must avoid interfering
with certain transmissions in the 902·928 megahertz frequency band Rnd are subject to possibl"
il\i.~riert!II"': f'VIII vther radiu racililie5 op~r!ttJng i' l ~hat band in the United States.

Employees

As of December 31, 1991, the Company employed 193 people. None of the Company'.
employees is subject to collective bargaininc agreements. The Company believes Lhat relationl
with its employees are good.

Item 2.

The Company leases a~proximately56,000 square feet of space for its corporate office. in
Dallas, Texas under a lease t.hat commenced in November 1990 and has a five-year term with two
one-year renewal options. The Company also le:ases approximately 2,800 square feet of space in
Dallas as a sales office for distribution of ToUTag identification devices for the D.hal riorth
Tollway project. The Company leases approximately 27,000 square feet of space for its reaearch
and development, product engineerinc, and manufacturi~goperations in two facilities at Santa
Fe, New Mexico, With the lease for the primary facility expiring July 31, 1992 subject to one five­
year renewal option, and leases a smaUer facility of approximately 11,500 square feet in
Albuqu~rque,New Mexico.

The Company believes that its existing facilities are adequate to meet current requirements.
._\i

Item 3.

None.

Item 4..

None.

SubmirJdoD dMatt.ers to VoteofSecurityBolden
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Item 5.

PART II

~t for Registrant's CoDUl)')D Equity and Related Stockholder Matten

The Company's Common Stock, $.01 par value (the "Common Stock"), is traded on the
:-JASDAQ National Market System under the symbol "AMTC". The Company effected a three (or
two split of its Common Stock in the form of a stock dividend, which was distributed on February
13, 1992 to stoCkholders ofrecord on January 24, 1992. As of February 14,1992, there were 10,150,143
shares of Common Stock outstanding held by approximately 500 lltockholdera of record. 'nie
Com"any has not declared any cash lividends on its Common Stock. nor are any curTently
anticipated.

The high and low salea prices of the Common Stock as quoted by the NASDAQ National
Market System, and as adjusted for the stock split., ror tne years ended December 31, 1991 and 1990
were:

Quarter Ended
March 31
June 30
September 30
Decem~r31

1991 Sales Price
HW1 ~
$ 8.67 $ 6.00
$ 10.67 $ 7.33
$13.50 $ 833
$ 19.50 $ 12.50

1990 Sale3 Pria:

11iU Lsm
$ 14.17 S 8.83
$ 13.50 $ 9.50
$ 13.33 $ 5.75
~ 7.67 S 5.17

The closing price of t.he ~ommon Stock as reported by t.he NASDAQ National Market
System on February 14, 1992 was $25.00.

ItemS. Selectecl FinandaJ Data

The (ollowing table (page 13) sets (orth certairo financial inlonnation with respect to the
Company and its predecessor (the "Predecessor") as of and (or the period from Mareh 10, 198'7
(inception) t,,'ITough December 31, 1987, and the years ended December 31, 1988,1989,1990 and 1991,
which was derived (rom auditt>d consolidated financial statements and notes thereto of the
Predecessor or the Company. 'nie consolidated financial statements and note. thereto a. or
December 31, 1991 and 1990, and (or the years ended December 31, 1991, 1990, and 1989, and the
report o( Ernst & Young t.hereon are included elsewhere in this Annual Report.. The Company
effected a three (or ~wo split o( its Common Stock in the form o( I. stock dividend, which wa.
distributed on Febrory 13, 1992 to stockholders of record on .January ?.4, 1992. Share and per share
amounts (or ail periods presehted have been adjusted to renect the .,,,lit. 'nie selected financial
data should be read in conjunction with "Management" Di.cus,ion and Analy.i. or Financial
Condition and Results of Operations," and the consolidated fintlncisl ltat.e",·,·nb and note. thereto
include~ elsewhere herein.
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Selected FinanciallJata (coaL)

In thousands.•1lC.pt ~r shar. datal
Yw Ended Ilazmber 31

W1lli .wa 1m lS JJi1
Statement of OpentiolU Data: ................

Sal" S ::!58 $ 1,383 5 6.017 S 14,770 5 18.748
CfI.t of sal•• 252 J 021 4012 10123 US§3

Grou profit b 362 2.005 4.647 7.185

O~ratlng ellpeneea:
Reeearch and development 1.060 2.750 2.714 2.835 U63

... Marlceti~, pnera! -nd
adnnruaU'ati". 1.343 4.348 6,976 10.654 10.840

Charp for purchase of
in.p~rneaRh and
d.velopment ~55

Total operatin, expen... 3258 7,098 9690 13489 lZJj03
Operating lou 13.252) (6,736) (7,685) (8.842) (5,418)

Inte,,"t Income 123 281 421 1.181 433
Contrae:t ..ttlement 681

:'oJ.tlOM S 13,129> S r6,455) S (7,264) S 16,974) S (4,985)

Loss p4!r common share(2) S 11 Oil S (1.21 ) Sl 1.02) S 10.71> S 10.5<1,
Weighted average shana

outatanding(2) 3,113 5.343 7,121 9,760 9,w1

BaJa..Sb.t Data:
Working capital 12.506 S3,982 121,163 513,556 SlUM
Total_ta 4,349 7,_ 2'7,191 22,268 22,tIl
T .&1 .tockholders' equity 3,758 6,266 25,524 18,925 15,11I

(1) Statement ofoperatiorw data is far the period from Mlfth 10. 1987 (inc-ptjon) through Decem_ 31. 1".
Summariud operatinc resulta for the PredeceNOf' for the period fram January 1, 1987 thl"OUlh March 18.
1987, are u follows (in thouaands):

Sal.- S2S2
eo.t,. sal. 1130
OperatingexpeMn SI86
Net~ 1 64

(2) The Company completad an initial public ofTerin, in November. 1989, in connection with which all
outatandin,aha7wa of Preferred St.oelc _re converted into Marn ofCommon St.oek. For periods prier to the
initial public ofTerinc, the nllmber ofahana UMd in the alculation ofnet ... per~ ia computaclM ifaD of
the outstanding ahana oCPref'erred StoCk, including ...... iaued ,,:ltock I£videncle on the PrwI'....Stock.
were converted into Common St.oek. The number of ahara UMd in the calculation or net Ie. pel' Man
further usum.. no nerei.. oC outatandinc emplO)'H stock options" except for certain anddiluti.. etock
options with rwpect to 224.400 ..... fJi Common Stock IftIlted in March, 1989, the .-rei. or which baa
been uwmed. Utilizinc the tnuury stock method of computing the weipWcl av.,.. number fIl ......
the ueumf'Ci exen:i..oCthe options granted in March, 1989, renlta in a net increue,. 62,487'" in the
weighted ave..... number of aharee presented for the perioU encting December 31, 1987 and 1981, a net
increase of 63.563 aham far the period ending December 31. 1989. a net inc:reue or 70,263 ......... the
period ending December 31, 1990. and a net incre... of 62,520 .hares for the period endint Deanaber 31,
1991. Sh.,.. and per lib.,.. amounts for all periods preMnted have been adjusted to reOect the CoInpay.
Februa.")' 1992 three for two Common St«k Iplit. See Note 1 to COMOlidated financial .tatementa included
elsewhere herein.
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Item 7.

OVERVIEW

Management's Discussion and Analysis of Financial Condition and Results of
Operations

The Company's financial results are characterized by an increasing world-wide demand
for products and servIces Involving radio frequency electroDlc Identification technology in the
transportation industry. From Inception. the Company's sales have steadily risen as sales
volumes have increased resulting trom acceptance of the Company's technology by large scale I!:ld
lA~ers and industry standard settin;: bodies. aided by an expanding net.work of distributors and
dealers. The Company's products and services inc:Jude proprietary manufactured RFID produe:ta,
thIrd· party equipment. related installation, maintenance and training services and new product
development contracts. Gross profit margins realized on the Company's sales may be affected by
the relative sales mix from one period to another. Marrins on the Company's proprietary
manufact.ured products are generally higher than those realized from sales of other equipment.
and services. Tne Company generaJly markets its products through dist.ributors and dealen;
however in certain cIrcumstances. direct end user sales are made which may result in higher
margins in individual cases.

Significant expenditures have been incurred for product research and development. for
marketing efforts to establish the Company's technology .1S the leading identification technology
In Its targeted markets and generally to build an organization to facilitate the management of the
Company's anticipated growth. Sales volumes have not yet reached a leve) required to support
these operating expenses and to achieve manufacturing economies of scale necessary to obtain
normal margins and profitability.

The Association of Ameriean Railroads ha. made its previously voluntary standard Oft

automatic: equipment identification mandatory u of early 1992. Thi••tandard. which i. based on
the Company's radio frequency product line, i. expected to have a positive efFect on the Company'.
revenue growth. See "Industry Standards"

RESULTS OF OPERATIONS

Comperi8oD f1 the YearEnded December31.1990 to the Yearelided December31.1991

Sau. - The increase in sales of $3,978,000 or 27...s primarily attributable to an increase i.
the sales volume of the Company's proprietary manufactured products. Also contributing to the
increase was further product sales and installation of an electronic: toll collection system on a
statewide turnpike system, and increased operations at the Oall.. North Tollway system.

Cost ofSDk. and Gros. Profil- Gross Plitt as a percentage of sales increased from 3115 in
1990 to 38" in 1991. This increase was primarily due to increased sale. of the Company's
proprietary manufactured products and, to a lesser extent, the manufacturing economies of sc:aJe
gained from increased production volumes.

R~.~aTCh & Dev~lopm~nt - Researeh and development expenditures decreased by 215 from
$A 354,000 in 1990 to $4,762,000 in 1991, primarily attributable to a reduction of professional and
co.,sulting fees from $491,000 in 1990 to $81,000 in 1991 due to the reduced requirement for outside
consultants on the current year's projects in connection with customer contracts for new produc:t.s.
and general eost controls. This decrease was partially offset Loy an increase in research tools and
supplies consumed from $586,000 in 1990 to $811,000 in 1991. Research and development
expenditures ofS2,305,ooo in 1990 and $2,798,000 in 1991 were included in cost ofsales punuant to
customer contracts, whieh~eJudes expenditures of $2,305,000 in 1990 and $1,946,000 in 1991

-14-



rl'latlO~ specifically to cerUlIn researcn arId development arrangements with customers for new
:>roducts.

.\farketing. Genu;;;/ and A" mlnlStrr.tll'€ - In the a....gre~Bte. market.ing, general and
administrative expenses jecreased from S10,6M.tloo in 1~90 to $10,640.000 in 1991. Empluyee
compensation expenses rose from $4.772.000 in 1990 to $5.416.000 in 1991 partly due to the full year
effect In 199101 the 1990 expansion of the sales and support office in Paris, France tAmtee:h SARL)
an'i open109 of a sales and suppcrt office in Eindhoven. The Netherlands AI'Io. employment
contracts wlth certain executive otTicers provided for increases in their 199~. sl'laries over 1990
amounts. Occupancy costs increased from $537.000 in 1990 to $896,000 in }f,91 as a r!sult of the
"llplratJon of the Company's lea"e and relocation to other, expanded cr,rporate facilities in
:\ovember 1990. The European sales and support offices helped reduce- the requirements for
International travel leading to a decrease in travel and entertainment expenses from $1.241.000 in
1990 to $925,000 in 1991. Professional and consu:ting fees decreased from $941,000 an 1990 to
:S684,(lOO due to overall cost controls and Company personnel admini!t.ering more of the Compacts
:-equlrements.

The transfer of Amtech SARL's operations to the Alcatel Amtech S.A. joint venture coupled
WIth the related consolidation into Alcatel Amtech S.A of t~'le activity of the sales and support office
10 Eindhoven. The :'-:etherlands in early 1932 will produce a dowl"ward effect or; ~992 marketing,
l;eneral and administrative expenses. Additionally, employment contrl'ct& with certain retiring
executive officers have been replaced with consult.inl; contracts at reduced levels of com~n..bon.

Interest and Other Income - InterO!lt~ income decreased 63'1& from $1.181,000 in 1990 to
$,133,000 in 1991 primarily resulting from the reduction in cash available for investment during
most of 1991 coupled with an overall decline in the interest rates earned on short·t.enn money
market funds.

Other income in 1990 included a non-recurring $687,000 cr.mpenaatory payment made by the
govemment of Norway as a result. of its caneeJJation of the Company's contract with an entity
owned by the Cily of Oslo. The proceeds reimbursed the Company for costs incurred in bidding on
and preparing to implement the contract.

ComparisoD of the YearEnded Deceldber31t l9EB to the Yeareodecl December31, 1990

Sales - Sales increased by 145'1& from $6.017,000 in 1989 to $14,770,000 in 1990. Sales in 1989
included further shipments of a toll collection system that began in late 1988, installation of a
project site system for an intern:odal application, new product development contfacta. and
delivery of additional evaluation systems to appror;mately 30 customers. Sales in 1990 included
the sale of a turnkey automatic vehicle identification system at a major U.S. airport. an electronic
toll collection system on a statewide turnpike system, additional new product development
contracts, and increased activity from a fun year of operations at the Danas North Tollway
system.

Cost ofSak, and Gross Profit - Gross profit as a percentage of sales decreased from 33$ in
1989 to 31'1& in 1990. primarily due to several lower margin engineering and market development
contracts. Additionally, even though the aggregate sales of the Company's proprietary products
increased from 1989 to 1990, these sales decreased in their relative proportion to total sales partly
because of significant. revenues realized from systems integration services and new product
development contracts. This decrease in the gross profit. margin was partially offset. by certain
large seale t.urnkey commercial installations and to a lesser extent the manufacturing economies
of scale gained from incr<!ased production volumes.

-15-
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R~search .Jl Gel:elopment - Research and development ~xpenditures increased 36% from
:5:>.563.000 in 1989 to $4.854.000 in 1990. primarily attributable to an increase 10 employee
compensation expense from $2.306.000 in 1989 to $2.i98.0oo in 1990. The number of research and
development J)P.rsonnel increased to meet market demands for new products and enhancementa in
,lddition to the manpower rpqulred to support specific customer product development contracts. The
lOc:rca'i~ 10 the activity associated with these new product development contracts also contributed to
an mcreas~ in expenditures for research tools and supplies from 5344.000 in 1989 to 5586,000 in
1990. Research and development expenditures of 5849.000 in 1989 and S2.3~5.000 in 1990 were
mcluded in cost of sales pursuant to contracts with customers for new products.

.\larhetlng. General and AdmlnlStrnttve - :'otarketing, general and administrative
expenses increased 53% from $6.976.000 in i989 to $10.654.000 in 1990. The Company continued in
1990 to build its marketing, general Dnd administrative function. to support anticipated future
gTowth. Employee compensation expenses increased from $3.294,000 in 1989 to $4,772.000 in 1990,
pTlmaniy as a result of the addition I)f personnel. including the expansion of the sales lind suppon
office in Paris. France. and the opening of a sales and support office in Eindhoven, n.e
~etherlands. Also contributing to the increase in employee compensation expenses were
.'.,,~loytT'ent contracts with certam pxecutive officers that provided for increases in their pre~
salaries. Travel alld entertainment expenses. which include costs associated with representation
::It trade shows and demonstration and marketing of the Company's products to prospective
domestic 3)ld international customers and distributOr!. increaa,~d fTom $781.000 in 1989 to
S1.2·11.000 in 1990. Also contributing to the increase was occupancy costs, which increased from
S324.000 in 1989 to $537.000 in 1990 as a result of the eXlliration of the Company's leue and
relocation to other. expanded corporate facilities in Novemc.,r 1990 and the costa l'elated to the
foreign sales and support offices.

Internt and Other Income - Interest income increased 181., from $421,000 in 1989 to
$1,181.000 in 1990 primarily as a result of addition&1 short-term inveatmenta made usinC cub
received from the Company's initial publi-: offering in November 1989.

Other income in 1990 includes a $687,000 compeMatory payment made by the govemment or
NOTway as a result of its cancellation of t.he Company's contract wit.'1 an entity owned by the City of
Oslo. The proceeds reimbursed the Company for costs incurred in bidding on and preparinc to
implement the contra.ct.

UQUIDITY AND CAPITAL RESOURCES

The Company satisfied its liquidity needs during 1991 principally from cash on hand at the
:r.ning of the year. reduct.ion in accounta.rec:eivable, the receipt of approximately $6,000,000 in

'\~'Ijunction with the formation of the Alcatel .\mtech S.A. joint venture (see Note 11 to the
,.~.,mpany·sConsolidated Financial Statements) anrl the exercise of employee stock options.

The Company expects to invest approximately $1.000.000 in 1992 for capital expenditure.. the
majority of which will be incurred for additional automated production equipment which will
increase manufacturing capacity to m ~et expected ~roduction requirement., particularly Cor
anticipated rail tag demand resulting from the AA:rl. mandatory standard. There were no
significant commitments for capital expenditures as of December 31, 1991.

At December 31. 1991. working capital of $13.554.000 remained relatively unchanpd u
;:,•. ·{,Bred to December 31. 1990. Additionally. the Company expects to receive an additional
,s2,OOO.OOO in 1992 pursuant to the Alcatel Amteeh S.A. joint venture agreement, upon the
Company's completion of certain new product development work. The Company believes that
revenues from operations, together with exist; ng liquid assets and available sources of financing.
will be sufficient to fund the Company's 1992 working capital requirements.
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ItemS. Financial Statemcntll and Supplementary Data

The information required by thIS Item Mgins on page F·t hereof

PARTm

Chanlee in and Disa~mentawith AccolADtanta on AccoUDtUlI and Financial
~

:-J one.

Item 10.

Item 9.

-17-

The infonn..tion l:garding security ownership of certain beneficial owners and
m~ 'lagement set forth under "Principal Shareholders" in the Company's 1992 Proxy Statement to
be med with the SE.-uri~ies and Exchange Commission is incorporated herein by reference
pun..uant to General i=tGtruetion G(3) to Fonn lOoK.

Item 11.

Item 13.

:1:.11'

ItAma 12.

The information regarding certain relationships and related transactions set forth under
"Management •• Transactions with Management and Related Parties" in the Company's 1992
Proxy Statement to be filed with the Seeuriti,=s and Exchange Commission is incorporated herein
by reference pursuant to General Instruction G(3) to F(lnn lOoK.

The information regarding diJ'ectors and executive officers f,et forth under "Management -.
Directors and Executive Off1l.:o:r5" in the Company's 1992 Proxy Statement to be filed with the
Securitieu ane Exchange Commission is incorporated herein by reference pursuant to General
Inst. <ldion 0<:: • to Fonn l6-K.

~

The in(vrmaaon regarding compenaation or directors and executive officers set forth under
"Yanagem~"t - Compen••tion of Executive Offic:era and Directors" and '"ManapmeDt
Employee '.: -,~fit Plans'" in theCom~~1992 Proxy St5tement to be filed with the Securitiesud
Exchange C·~mmission is incorporated herein by ref'uence pursuant to General Instruction G<3Uo
Form l6-K. ~,.,



Item 14.

I aJ 1
hereof.

PART IV

Exhibits. Financial Statement Schedules and Reports OD Form~K

Financial statements· See Index to Consolidated Financial Statements on page F·l

Financial statement schedules.

Schedules are omitted because of the absence of the conditions under which they are required
or because the information required is included in the consolidated financial statements or nota
thereto.

(a)3

3.1

3.2
4.1

9.1

10.1

10.2
"""'.~ .. ,

10.3

10.4

10.5

Exhibits.

Desc:riptjpn

Articles of Incorporation of the Company, together with all amendmenta
thereto. Filed under exhibit number 3.1 in the Company's Reglstration
Statement on Form 5·1 (Commission ~o. 33·31209) and incorporated herein
by reference.
Restated Bylaws of the Company, a. amended.
Specimen Certificate for Common Stock of the Company. Filed under exhibit
number 4.1 in the Company's Registration Statement on FOnD 8-1
(Commission No. 33-31209) and incorporated herein by rererente.
Form of Shareholders Voting Agreement and Irrevocable Proxy entered mto
by and among David P. Cook. Kenneth W. Anderson. H. Ro.. Perot. .1.
Michael PO"_ Walter Brothers. John T. Walker. Jr.• American PrelideDt
Companies. Ltd.. Mitsubishi Corporation and Miuubiahi International
Corporation. Filed under exhibit number 9.1 in the Companys Registration
Statement on Form S-l (Commission No. 33-31209) and incorporated hereiD
by reference.
License Agreement dated March 31. 1989 by and between the Company and
Amteth Logistics Corporation. Filed under exhibit 10.35 in the Companys
Registration Statement on Form 5·1 (Commission No. 33-31209) and
incorporated herein by reference.
Joint Venture Agreement dated as of October 1. 1991. between the Company
and Alcatel AVI SA Filed under exJi1Sli number 2.1 in the Company.
Quarterly Report on Form lo-Q for the quarterly period ended Septea6ir 30.
1991 and incorporated herein by reference.
AVI-2 Manufacturing. Distribution and Technology License Agreement.
dated as of October 10. 1991. between the Company and Alcatel Amteeh SA
Filed under exhibit number 2.2 in the Company's Quarterly Report on Form
10-Q for the quarterly period ended September 30. 1991 and incorporated
herein by reference.
ISO Manufacturing. Distribution and Technology License Agreement. dated
as of October 10. 1991, between the Company and Alcatel Amteth SA Filed
under exhibit number 2.3 in the Company's Quarterly Report on Form 1O-Q
for the quarterly period ended Septemm 30. 1991 and incorporated herein by
reference.
Limited Guaranty Agreement. dated as or October 30. 1991. between the
Company and Alcatel AVI SA Filed under exhibit number 2.4 in the
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Company's Quarterly Report on Form 10·Q for the quarterly penod ended
September 30. 1991 and incorporated herein by reference.

10.6 1988 Stock Option Plan of the Company. Filed unaer exhibit number 10.44 in
the Company's Reglstration Statement on Form :)·1 I Commission No. 33·
31209) and incorporated herein by reference.

10.7 1989 Stock Option Plan of the Company. Filed under exhibit number 10.45 in
the Company's Registration Statement on Form S·l (Commission No. 33·
31209) and incorporated herein by reference.

10.8 1990 Stock Option Plan of the Company. Filed under Appendix A in the
Company's Proxy Statement for Annual Meeting of Shareholders on May 24.
1990 and incorporated herein by reference.

10.9 401 (k) Retirement Plan of the Company. Filed under exhibit number 10.46 in
the Company's Registration Statement on Form 5·1 (Commission No. 33­
31209) and incorporated herein by reference.

10.10 Amended Employment Agreement dated January 1. 1991 by and between the
Company and G. Russell Mortenson.

10.11 Amendment to Employment Agreement dated January 10. 1992 by and
between the Company and G. Russell Mortenson.

l() 12 Employment AgT'eement dated August I, 1990 by and between the Company
and Jeremy A. Landt.

10.13 Employment Agreement dated August 6, 1991 by and between the Company
and Steve M. York.

10.14 Employment Agreement dated August I, 1990 by and between the Compuy
and William D. Powers.

10.15 Consulting agreement dated November 7, 1991 by and between the CcnDpuy
and Michael R. Corboy.

10.16 Consulting agreement dated November 7,1991 by and between the Compay
and Kenneth W. Anderson.

22.1 Subsidiaries of the Company.
24.1 Consent of Independent Auditors.
25.1 Power of attorney (included on page 20 of this Annual Report on Form 10-10.

(hi Reports on Form 8-K

None were fil2fi during the fiscal quarter ending December 31, 1991.

-19-



SIGNATURES

PunuaDt to therequil'ementa ofSection 13or 15<d) of the Securitiel ExcbaDaeAct of
1934, the ftIiItraDt baa duJycaU8ed this report to be lipedon ita behaJtby the UDdersiped.
thereunto duly authorized. in the City olDBllu,State ofTezu on FebnJary 25, 1992.

POWER OF ATrORNEY

We, the undersigned. directoril and officers of Amtech Corporation (the
"Company">, do hereby leverally constitute and appoint G. Ruuell Mortenson and Steve
M. York and each or either of them, OW' true and lawful attorne,. and apnts, with full
power or substitution and resubltitutioa. for him and in his name, place and ttead, in any
and· aU capacities. to sip any and aD amendments to the Company'. Almual Report on
Form tOoK ror the fiJcaI year eodecl J>ecember 31, 1991, and to file the I8Dl8 with aU exhibit.
thereto, and aU other doewnena in connection therewith, with the Securitiea and Exchange
Commilaion. erantiD, unto uicl attom.,a and spnta, and each or either or them, fUll
power and authority to do ad perform each and every act and thin. requisite and
necessary to be done, .. fUlly t.o all intIDa and purposes .. h. might or could do in perIOD,
hereby ratifying and confirming all that said attorney. and agents. and each of them. or
his substitute or subatitute.. may lawfbDy do or C8UJe to be done by virtue hereof.

PunuDt to therequiremeDa oItheSeauitieaExeb8 naeAaoll93i, thUrepanhu
beenIIpedbeJowbythefollowiDapel_ OIlbebaJfoltbe~aud in thec:apBCitiea
and 011 the..IDdlc:atecl.

;
j

!.,.,

President, Chief Executive
Officer and Director
<Principal Executive Officer)

Vice Pre••dent, Chief
Financial Officer, and
Treasurer(~
Financial and Accounting
Officer)

Febnwy 25. 1992

February 25. 1992



I ~,.,,-- cL \.. (\'-'\'.-" .-, Director
(Kenneth W. Anderson)

February 25, 1992

(Michael R. Corboy)
Director Febnuuy 25, 1992

(Ken.lchi Kubota)
Director February 25, 1992

(Jeremy A. Landt>
Director February 25, 1992

(James S. Marston)
Director February 25, 1992
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<Kenneth W. Anderson)
Directo~ February 2:. 1992

(Michael R. COl boy)
Direl'tor February 25. ]qg2

~-'-." n ..: ~..._v' -- . Director Februarj 25, 1992

<1\.en·lchi Kubota)

(Jeremy A. Landt)
Director Februar)" 25, 1992

(James S. Marston)
Director february 25, 1992
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(Kenneth W. Anderson)
Director February 25, 1992

(Michael R Corboy)
Director Febroary 25. 1992

(Ken-Ichi Kubota)
Director February 25, 1992

(Aa/fY Director February 25. 1992

(James S. Marston)
Director February 25,1992
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(Kenneth W. Anderson)
Director Febroary 25. 1992

(Michael R. 0orboy)
Director FebT'!Jary 25.1992

(Ken-Iehi Kubota)
Dirpctor February 25. 1992

(Jeremy A. Landt)
Director February 25. 1992

Director February 25, 1992
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Repon of Independent Auditors

The Board of Directors and Stockholders
Amtech Corporation

We have audited the accompanying consolidated balance sheets of Amrech Corporation as of
December 31. 1991 and 1990. and the related consolidated statements of operations.
stockholders' equity. and cash flows for each of the three years in the period ended
December 31. 1991. These financial statements arc the responsibility of the Company',
management. Our responsibility is to express an opinion on these fmancial statements based
on our audits.

We conducted our audits in accordance with generally acce~ted auditing standards. Those
st:mdards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatemem. An audit includes
cumining, on a test basis. evidence supporting the amounts and disclosures in the financial
statements. An audit abo includes assessing the accounting principles used and sig,.jficant
estimates made by management. as well as evaluating the overall financial state~nt

presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion. the consolidated financial statements refem:d to above present fairly, in all
material respects. the consolidated financial position of Am1eCh Corporation at December 31.
1991 and 1990. and the consolidated results of its operations and irs cash flows for each ofthe
three years in the period ended December 31. 1991. in conformity with generally accepted
accounting principles.

~..,f~r

ERNST & YOUNG

Dallas. Texas
February 7. 1992
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